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SUBJECT: Excl usi on/ Reparati on Paynents Received by Persons of Japanese Ancestry
fromthe Canadi an Gover nnment

SUMVARY

Under the Personal Incone Tax Law, this bill would provide an exclusion from
gross inconme for anounts received as reparation paynents paid by the Canadi an
government to redress the injustice done to persons of Japanese ancestry who were
interned in Canada during Wrld War 11.

This bill would al so make changes to the Educati on Code and the Wl fare and
Institutions Code. These changes do not affect the department and are not
di scussed in this anal ysis.

EFFECTI VE DATE

This bill would take effect i mediately as an urgency statute and apply to
taxabl e or incone years beginning on or after January 1, 1999.

LEG SLATI VE H STORY

Assenbly Bill 4132 (Stats. 1988, Ch. 1234) provided an exclusion for anounts
received under a federal |aw as reparation paynents to redress the injustice done
to United States citizens and resident aliens of Japanese ancestry who were
interned during Wrld War 11. This exclusion was contingent upon the enactnent
of federal law that treated paynents under the federal |aw as damages for human
suffering under the internal revenue laws of the United States. This provision
was repealed in 1994 (Stats. 1994, Ch. 1243) as obsolete fromthe passage of

time.

Assenbly Bill 353, which contained the same provisions as this bill, was
i ntroduced and approved by the Legislature in 1991, but vetoed by the Governor.

PROGRAM HI STORY/ BACKGROUND

In 1988, the Canadi an governnent authorized a paynent of $21,000, in a tax-free
lunp sum to any person of Japanese ancestry who was interned during Wrld War 11
by the Canadi an governnment or descendants of those persons of Japanese ancestry.
The reparati on paynents were expected to be made between Septenber 22, 1988, and
Sept enber 22, 1993. However, eligible persons could submt an application for
reparation after Septenber 22, 1993, if that person was unable to apply earlier
because of facts or circunstances beyond that person's control. According to the
author's staff, sone persons continue to qualify for Canadi an reparation
payments.
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SPECI FI C FI NDI NGS

Exi sting federal and state | aws provide that gross incone includes all income
from what ever source derived, including conpensation, business income, gains from
property, dividends, rents, interest, and royalties, unless it is specifically
exenpt. Types of incone that are excluded include anpbunts received fromcertain
death benefits, gifts and inheritances, conpensation for injuries and sickness,
qual i fi ed schol arshi ps, educational assistance prograns, and foster care

paynents.

Exi sting state | aw does not specifically exclude fromincome reparation paynments
recei ved by persons of Japanese ancestry.

This bill would provide an exclusion fromgross inconme for amounts received as
reparation paynents by the Canadi an governnent to redress the injustice done to
persons of Japanese ancestry who were interned in Canada during Wrld War 11.

| npl emrent ati on Consi der ati ons

I mpl ementing this bill would occur during the departnent’s normal annual
syst em updat e.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

Pendi ng, expected m nor.

BOARD POSI TI ON

Pendi ng.



